Statement of Financiat Accounting Standands

Na. 123 ("SFAS 1237)

SFAS 123, “Accounting for Stock-Based Compensation,” defines
A fair value based methnd of acaunting for employee stock
optlans or similar equity Instrurnents. Hawever, SFAS 123
aliows the continued measurement af compensation cost for
such plans irstng the Intrinvic value based method prescribed by
APR Opindon No. 25, provided that pro forma disclosures are
made of net Income or loss asmiming the [air value based
method of SFAS 123 had been appliad. The Campany has
elected to accoumt for [t stock-based compensatian plans urder
APB 25; accordingly, for purposes of the o forma disclotures
presented betow, the Company has computed the fair vabues of
all options granted under the 1998 Plan. which succeeds the
1990 Cption Plan, during 1999, 1998 and 1997 using the
Black-Scholes pricing modei and the following weighted
wverage assumptions:

A summary of staek options undes the 1998 Plan and the ESPP as of December 31, 1999, 1998 snd 1987 and changes during the

years then ended aee presented below!
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To estimate lives of optlons for this saluation, |t was assumed
options will e exercised upen becoming fully vested. All options
are trltially assumed 1o vest. Cumulative compensation costs
recognized In pro forma net income or Loss with respect to options
that sre forfeited prier 1o vesting ts adjusted as a reduction of peo
forma rompersation experse in the periodd of forfeiture, Because
1he Company’s common stock was not yet publicly traded, the
expected market volstility was asumed to be zero in 1997, In
1998 and 1999, the Company's commen stock was not yet Iraded
for an extended period of time, thus the expected market volatilicy
was basad on the stock prices of companies whose cperitlons are
similar o the Company's.

Artual volatility of the Company's common stock may vary. Falr
value computackons are highly sensitive to the volatilty factar
assumed. the greatar the valatllity, the higher the computed fair
value of options granted.

The total tair vadue of nptions granted under the 1998 Option
Plan and the ESPP was computed to be approximately

* $2,620,000, $1,406,000 and $499,000 for the year ended

Diecernber 31, 1999, 1998 and 1997, respectively. Thes amounts
are amaortized ratably over the vesting periods of the aptions ar
recogtiized at date of grant If no vesting period is required. Pro
formu stock-based compensation, net of the effect of forfettures,
was $406.000, $417.000 and $232,000 for 1993, 1998 and
1997, respectively.

1f the Compiany had aceounted for ies stack-based eompensation plar in sccordance with SFAS 123, the Company’s net income from
contirmiing operetions would have been reported my folows:

{3) Long-termn debe

At December 31. £999 end 1998, long-teem debt consisted of the following: tecember 31,

‘The Compeny prepaid Is $4,000,000 note payabike to
Barw: One Caprital Partrers [, LLC on June 30, 1998 and
Incurred a prepayment premium equal to 4% of the smount,
totaiing $160,000. In addition, the Company wrote-off the
remaining debt discount related to the note payable of
$1,282,000, The prepayment penalty and write-ofl of the debt
disount rotating $1.442,000 were reconded as an ex

item, net of the related income tax beneflt of $333,000.

Dbt e of long; debt a3 of D 31, 1998,
are as follows:

(6) Incamme Taxes.
The Company has operated In three countries. the United
States, Canada and Australta. For Intome tax return
reporting purpases. the Company has appr !
$11,200,000 of net operating loss eamyforwarnds and
approximately $723,000 of tax credit carryforwards avatlable
to offset future federal taxsble income ar federal tax
Habilities in the United States, The research and
development credit and net operating loss carryforwards
expire sl varioan dates through 2019.

The Tax Reform Act of 1985 contains provisions which may
Iimit the net operating loss and credit carryforwards
avatiahle 10 he used in any given ysat upon the cecurrence
of certalns #vents Including significant changes In ownership
of the Company. [n sccordance with certatn provisions of
the Internal Revenue Code of 1986, a3 smended (the
“Code”), » grester than 50% change in ownership of a
company within a three-year period results in an annual
fimitation on the Company’s abllity to utiltze Its net
operating loss carryforwards frarn tax perlods priot to the
gwrnership change.
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Dieferred income tax assets and liabititles at Decenber 31. 1999 and 1998, were a5 [ollows:

becember 3L

The Company recorded an income tax banefit of $3568.000 tn 1933 as 1t believes that it s more likely than not that the net cperating lom
generated will be utilized sgainst future earnings. As of December 31, 1998, the Company reversed $1.689.000 of the valuation allowance:
on part of Its deferred tax asvets, as the Company belteves It Is more likely than not that such tax benefits will be realized. Approximately
$533.000 of the Income tax benefit In 1398 was sllocated to the extraordinary loss on earty extinguishment of debt.

Management belteves te remaining ax assets of $450,000 as of December 31, 1993 relate to tax credits that do not stisfy the realization
criteria %t forth in SFAS No, 109 and has recorded s valuation alfowance for such net tax assets.

{7) Commitowmta
Tha Cnmpany leases its office and research farifities sl
cettatn cruipment under aperating Jease agreements which
expire through Nevember 2003, Rent sxpense for the yrars
ended Decernber 31, 1999, 1998 and 1997 was
appraxtmately $1,370,000, $1.630,000 and $718,000,
respertively. Future minimum lease chiigations under these
agreaments are as follows:

) Emphyre Benefit Plan

The Company has 2 401{k) plan under which eligible
employees may defer up to 15% of their compensation.
The Company may make matching contributions and
discretionary contributions if approved by the Board of
Directors. For 1398 and 1997, no employer matching or
discretionary contribations were macde to the 401 (k) plan.
Howrver, in Fabrusry 1999, the Company’s Board of
Dhimetnrs approved a matching contribution for emplayees.
which was effecrive April 1, 1399 The Compary matchea
509% of employee concrfbutions up 1o 6% of the employee’s
salary, mot to excead $1.650 1n 1399 and 2000, respectively.
Matching contributions will vest 35%, 70% and 100% for
ane, two and three years of service, respectively.

(i) Related Party Tronsaction

The Company pravides data management and certsin
cemsulting services to and lekses equipmment from entities In
which a stockhaider of the Company has an ownership
interest. A representative of the storkholder was 2 member of
the Campany's Board of Directors until December 2, 1999,

The Company received net proceeds of approximatety
16,979,000, $6,735.000 and 56,959,000 i 1999, 1998 and
1997, resp ty, o o these agr A

due to the stockholder under the capital lease agreements net
of smountx dise to the C for servirex rendered as of
Decemnber 31, 1999 and 1998 were $3,262,000 and
$3.962,000, respectively. The leases have interest rates
ranging from 7.75% to 9.50%. require monthly payments
#nd have expiration dates varying through October 2002,

{10) Reportable Sepments 2nd Mator Customers
Reportabie Segments

The Company has two reportable segments, data
management services and licenses and Implementation
services. The Company measures Its reportable segments
based on revenue for each segment and costs directly related
to each segnwent. General and adavinistrative, sales and

marketing and other costs are not measured by segment.
Diata management services Inchude the provisioning of an
pursourcing solution for 3-1-1 data managemenit to
customers, Inchuding ILECs. CLECs, wireless carrters and
state and local governments. Licenses and implementation
services Inchuce the licensing, customlzation and Instatlatfon
of the Company’s 9-1-1 software solutions. Substantiaily atl
of the Company’ customers are in the United Saates.

Thesz segments are managed separately because the nature
of and resources used for each segment v unlspee. Datn
management services Include ongolng data management and
monitoring of systems and other enhanced sarvices. Under
data management services, the customer’s <lata 35 transferred
1o the Company’s systems and the Company owns the
systerns used 10 manage the data, Under licenses and

p for services, the P data
management and systems monitoring activittes. The
also owns the hard: Beenses the C 11

software and mralntadin the data on ts Internal systerms under
this scgment.

Reveruie ardd costs are segrmgated n the Statemnent of
Operatioms for the twa mportable segments. The Company
does not segregate assets between the srgments as i1 i
impractical 1o do so.

Major Custoraers

Revenue fram certain customers exceeded 109 of tntal
revenue for the respective year as follows: 27%, 27% and
26% In 1999; 27%. 25% and 21% in 1998 and 30%,
28% and 22% In 1997. Contracts with certain of these
customers have a ten-year durstion arxd provide for fixed
maonthly fees based upon the number of subscriber records
managed ard upon the services selected by the customer.
All of these customers are I the Company's data
TENAErMent Services. segrment.

{11) Legat Matters

The Company k subject to various clalms and busines
disputes in the ordinary courss of husiness, While the
outcome of these matters cannot be predicted with certainty.
management anticipates that the ulitmate outcome of the
Issues Wil not have a material Impact on the financial
staternents. Fedieral and state regulations governing 9-1-]
service provisioning have typlcally spplied to local exchange
services providers. The Company plans to provide 8-1-1
services directly to state and local governments rather than
local exchange carviers in certain aress. Since this is the first
dme that such services have been provided in this manner, the
tegulations are betng challenged and clacifled For the First
time. The Company belicves that the services it provides are
within the scope of the exlsting regulations and that any
challetges 1o the tegulations will be decided in the Company’s
favor, However, If the regulations sre challenged and are not
decided In the Company’s faver. the Company may be
prohtbited Fromn sxpanding 1t services o certain markets.
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Repart of Independent Public Accountants

To the Board of Directors and Stockhotders of SCC Communications Corp.:
We hurve sudited the scrompanying batamee sheets of SCC Cormmmmunications Corp. {a Delawre corporation) as of December 31, 1999
arxl 1998, ant the related statements of operaticns, stockholilers equity (defict) and cash Nows for each of the theee years i the perlod
ended December 31, 1999, These firancial statements are the responsibility of the Company's management. Orur resporsitillity s to
express an opindon on these Arancial staterents based on our audits.

We conducted our audhs in accordance with auditing standards generally accepted in the United States. Those stanclards require

that we plan and perform the audit to obtain reasonable sssurance about whether the Financial statements are free of material
misstaterment. An audlt Includes examinlnig. on & test basks, evidence supporting the amounts and disclosures In the financlal statemens,
An audit also Includes assessing the accounting principics ted and significans estimates made by , &5 well as evall g the
overall Ainanclal statemet presentation. We belleve that our sudits provide a reasonable basls for our opinion.

In our opinton, the financiat statements referred to shove prevent fairty, In all matertal respects, the financdal position of SCC
Communications Corp. as of December 31. 1999 and 1998, and the results of its perations and its cash s foc each of the thre
years in the pesiod ended December 31, 1999, In conformity with sccounting principles generally accepied in the Untied States.

M&M«LL/’

ARTHUR ANDERSEN LLP
Denver, Colarado
Jermury 21, 2000

Market for the Registrant’s Common Equity and Related Stockholder Matters
Our commen stock is traded on the Nasdeq National Market under the symbol “5CCX." We commenced our initial public offering
of the common stock on June Z4. 1998 at a price of $12 per share. Prior to such date, there was no public market for the common

stock. The following tabie sets forth the high and low bid prices for the common stock for the periods indicated, as reported on the
Nasdag National Marker,

As of February 29, 2000, there were approximately 173 holders of record. F

We have not paid any cash dividends on our capiul stock sinee oar Inception, and do not expect 1o pay cash dividends on our
commion stock ko the foreseeable future. Certain covenants contalned in our line of credic agreenient restrict the payment of L. National Emergency Number Assaclation
divicleruts without the lender's prior consent. Payments of future dividends, If any, will be at the discretlon of our Board of Directors, I 2. SCC Communications C

subject to the restrictions discussed sbove, after taldng ikt socount varou factors, e our fi I conditbon, of g
results, cash needs and expansion plars.

3. Steategts Group as quoted in /999 Phone Facts. United States Telacom Assoclatlon
4. Cellular Telephone Instiute Assoclation

§. Cellular Telephone Institute Assoclation

6. Straregix Group

£2000 SCC Communscanians Cors AN righes smerved, TelConect, Emangecy Warniog and Evacussion, EWE. ENE2008, 8- {Conmet, 911 SesetyMet, 8- 1-1 Operatoms.
Slport Symerms and 311 D55 e seniet marts of SO Commmmnicrtion Comp The 3CE kogo & 5 mdemark of SCC Eammiadions Corn
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For More Information:

Linda Hobaugh Jill Hollingsworth Shiraz Moosajee
SCcC JohnstonWells WINfirst 303-407-
Communications (303) 623-3366 1617

Corp. jhollingswornth@johnstonwells.com shiraz@winfirst.com

(303) 581-5600
Ihebaugh@scex.com

WiINfirst Selects SCC Communications to Provide 9-1-1 Service to Customers
FOR IMMEDIATE RELEASE

Boulder, Colo. (December 7, 2000)--SCC Communications (Nasdaq: SCCX), the
world's leading provider of 8-1-1 data management services, announced today that
WiNfirst has selected SCC's TelConnectSM package to provide enhanced 9-1-1
(E9-1-1) service to WIiNfirst residential customers. The TelConnect system will allow
WINfirst customers access to immediate and reliable 9-1-1 service.

Based in Denver, WiNfirst is building an entirely new fiber-to-the-home (FTTH)
residential network that will provide high bandwidth for voice, video and data
applications. WINfirst has already received regulatory approval to build networks in
Sacramento and San Diego, California; Austin, Dallas, Houston and San Anionio,
Texas; and has received a temporary permit pending full approval in Portland,
Oregon. Combined, WINfirst will provide its service to more than 3.2 million homes.
WINfirst is pursuing regulatory approval in San Francisco, Oakland, California, Los
Angeles, Seattle, Phoenix and Nevada.

WINfirst, which signed a three-year contract with SCC, will now benefit from the
leading-edge TelConnect suite of 9-1-1 data management services. TelConnect
enables integrated communications providers (ICPs) and competitive local
exchange carriers (CLECs) to cost-effectively outsource the complex job of meeting
9-1-1 data management requirements.

"WINfirst is committed to providing its customers with the highest quality service-
and that includes 9-1-1 ermergency service. This is an essential service and we
wanted to work with the country's leading and most experienced provider of 9-1-1
data management services," said Frank Casazza, WINfirst president and chief
operating officer. "We realize the critical importance of 9-1-1 service. Itcanbe a
matter of life and death-which is why we selected SCC to provide our customers
with the most accurate and reliable access to 89-1-1 emergency service available.”

"TelConnect will handle alt of WINfirst's data validation and formatting, error
analysis and resolution and delivery of the data to the appropriate public safety
agencies,” said Mark Scott, vice president and general manager of SCC's CLEC
business unit. "And while our experts manage these time-consuming but critical
tasks, WINfirst can focus on expanding its markets and services."

http://www.scc911.com/news/12072000.html 12/08/2000
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About SCC

SCC Communications Corp. (Nasdaq: SCCX) is the leading provider of 8-1-1 data
management services to incumbent local exchange carriers (ILECs), competitive
local exchange carriers (CLECs), integrated communications providers (ICPs) and
wireless carriers in the United States. SCC manages the data that allows the routing
and delivery of 8-1-1 calls to the appropriate answering point along with accurate
information about the caller's location. SCC provides 8-1-1 services to 20 leading
wireless telecommunications carriers and 38 leading wireline telecommunications
carriers. SCC currently manages the records for approximately 99.4 million wireline
and wireless telephone subscribers, including 4.8 million CLEC subscribers, and
more than 2.5 million revenue-generating wireless subscribers. The company also
develops innovative, value-added information technology systems and software
products for the location-based services market. To receive SCC press releases
and company updates via e-mail, please register at the company's Web site:
http:iwww.scc811.com.

About WiNfirst

WINfirst is building a2 new fiber-to-the-home residential network using fiber-optic
technology in conjunction with Ethernet networking standards to break the last-mile
bottleneck. WiNfirst will provide the highest quality of customer service and choice,
the convenience of one-stop shopping for Internet, cable TV and telephone service
and the value of a bundied-service offering. For more information about WINfirst,
visit http:/fiwww winfirst.com.
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